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incurred" was intended by the framers of the Constitution to 
mean liability for contractual and delictual obligations incurred 
during the time they were owners of shares in the corporation. 
The statute is not considered as penal, and while in derogation of 
the common law a fair and reasonable interpretation to effect its 
remedial purpose should be given. Why restrict "debts" to its 
narrow common law limits? Why not rather define the term in 
its broader or popular connotation of a contractual obligation? 
"Liabilities incurred" would then appear to be complementary to 
the first phrase, and would include all obligations arising out of 
tort, or other matters imposing a legal or equitable obligation on 
the corporation not arising out of contract. While the majority 
of jurisdictions hold to the technical meaning of "debts," some 
authorities give the term the broader meaning suggested above. 13 
The result attained under this interpretation would be the same 
as that in the principal case, but would avoid the virtual anni- 
hilation of a portion of the section of the Constitution. The 
phrase "debts contracted" is restricted by the court to demands 
liquidated at the time of the contract. Such liquidated demands, 
however, would fall within the terms of "liabilities incurred" 
were the other phrase not present. Although a "debt" arises on 
delivery of goods under a previous contract, the stockholders at 
that time are excused, according to this decision, since a "liability" 
was previously incurred. It is obvious, then, that under the 
court's interpretation, the phrase "debts contracted" is at least 
superfluous. 

/. S. M„ Jr. 

Corporations: Stockholders' Liability: Limitation of 
Action. — Actions to enforce stockholders' liability must be brought 
within three years of the time the liability was created. 1 This 
is contrary to the ordinary provisions of statutes of limitation 
which run from the accrual of a cause of action, but "is well es- 
tablished by the decisions of this state. 2 Its effect is frequently to 
render nugatory the liability, which at first sight appears very 
rigid, imposed by statute on stockholders in California corpora- 
tions. The constitutionality of the code section has been repeatedly 
upheld, however, though in one case it was suggested, by the late 
Chief Justice, that the section could not be held to restrict liability 
to such contracts only as gave rise to a cause of action within 



13 Carver v. Braintree Mfg. Co. (1843), 2 Story, 432, Fed. Cas. No. 
2,485. See Marshall, Private Corporations, § 406; Words and Phrases, 
1st series, p. 1864, ff; Morawetz, Private Corporations, 2d ed., § 880. 

iCal. Code Civ. Proc, § 359. 

2 Hunt v. Ward (1893), 99 Cal. 612, 34 Pac. 335, 37 Am. St. Rep. 87; 
Winona Wagon Co. v. Bull (1895), 108 Cal. 1, 40 Pac. 1077; Gardiner v. 
Royer (1914), 167 Cal. 238, 139 Pac. 75. 
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three years from the incurring of the liability. 3 The meaning of 
this dictum is very indefinite. 

In Johnson v. Hinkle* it was held by the District Court of 
Appeal that the statute ran from the date of removal of certain 
fixtures in violation of the terms of a lease of oil lands. The action 
was for breach of the contract contained in the lease, and it was 
therefore argued that Hunt v. Ward 5 applied and that the statute 
ran from the date of the contract. Treated as an action for 
breach of contract the reasoning of the defence would appear un- 
answerable. But under the California rule the court will look at 
the facts stated in the complaint to determine the true nature of 
the action, whether in tort or on contract, and having determined 
this will apply the proper rules as to measure of damages and 
statutes of limitation. 8 The facts stated show a conversion of the 
casing by its removal from the land contrary to the terms of the 
contract. This creates a "liability" at the time of that act for 
which the stockholders are liable under the broad provision 
"liabilities incurred." 7 Hence the decision of the court as to the 
statute of limitations would appear to be correct in its result. 
The court, while ostensibly applying the measure of damages 
for breach of contract, 8 concluded that the plaintiff was only 
entitled to the value of the casing after removal, in the absence 
of any showing that the land was useful for or intended to be 
used for oil purposes, saying that that was the only detriment 
proximately caused by the breach. It would have been better 
in this case to have expressly treated the action as based on a tort 
liability. Otherwise the language of the court may tend to throw 
confusion on the rule of Hunt v. Ward, which rightly or wrongly, 
has settled the rule in this state. 

/. 5". M., Jr. 

Damages : Measure of Damages in Conversion of Mining 
Stock. — It is the general rule of damages for conversion that when 
the thing converted has a fixed value, recovery is limited to that 
amount with interest from the time of the conversion. This rule 
is embodied in the Civil Code of California, 1 which further provides 
that "Where the action has been prosecuted with reasonable 
diligence the highest market value of the property at any time 



3 Beatty, C. J., in Cook v. Ceas (1904), 143 Cal. 221, 223, 77 Pac. 65. 

* (Nov. 30, 1915), 21 Cal. App. Dec. 764. Rehearing denied by 
Supreme Court Jan. 28, 1916. 

5 (1893), 99 Cal. 612, 34 Pac. 235, 37 Am. St. Rep. 87. 

6 Basler v. Sacramento etc. Ry. Co. (1913), 166 Cal. 33, 134 Pac. 993. 
See also Jones v. S. S. Cortes (1861), 17 Cal. 487, 79 Am. Dec. 142. 

7 In re Putnam (1911), 193 Fed. 464; Lattin v. Gillette (1892), 95 
Cal. 317, 30 Pac. 545, 29 Am. St. Rep. 115; Miller & Lux v. Kern 
County Land Co. (1901), 134 Cal. 586, 66 Pac. 856; ante, p. 243. 

8 Cal. Civ. Code, § 3300. 
1 Cal. Civ. Code, § 3336. 



